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CONFIDENTIAL SEOUL 3437 

E.O. 11652: GDS 
TAGS: MASS, KS, US 

SUBJECT: ADDITIONAL FY74 FMS CREDIT FOR KOREA 
REF: STATE 1 12422 

1. JUSMAG CHIEF MET WITH MND ASST MINISTER PAIK SEOK CHU TODAY. 
JUSMAG CHIEF EXPLAINED THAT WE DO NOT AS YET HAVE FIRM FIGURE FOR 
FY74 MAP LEVEL. HOWEVER, WASHINGTON HAS INFORMED US MAP GRANT 
ASSISTANCE LEVEL FOR KOREA WILL BE CUT BY AT LEAST 34.3 MILLION. 

SAID GRANT LEVEL WILL BE NO MORE THAN $78 MILLION AND MAY BE LESS. 

HE EXPLAINED CUT IN FY74 PROGRAM CAUSED BY EXPANDED CAMBODIAN 
REQUIREMENTS AS WELL AS VERY LIMITED CONGRESSIONAL FUNDING. 

2. AS INSTRUCTED REFTEL, JUSMAG CHIEF SAID THAT WE AUTHORIZED TO 
OFFER $20 MILLION IN ADDITIONAL FMS GUARANTEED CREDITS AS A PART- 
IAL OFFSET. THIS WOULD BE IN ADDITION TO $25 MILLION FMS CREDIT 

LEVEL ALREADY APPROVED. JUSMAG CHIEF ALSO EXPLAINED THAT WE NEEDED 
ROKG ACCEPTANCE OF THIS OFFER BY JUNE 3, SO THAT USG CAN AUTHORIZE 
TREASURY TO PREPARE INVITATIONS TO BID FOR A TOTAL OF $34 MILLION, 
INCLUDING REMAINING $14 MILLION OF ORIGINAL FMS CREDIT ALLOTMENT. 
ALSO SPECIFIED THAT PROVISION OF THIS ADDITIONAL $20 MILLION 
CREDIT WOULD BE WITH UNDERSTANDING THAT ITEMS TO BE FINANCED MUST 
BE WITHIN KOREAN FORCES MODERNIZATION PLAN AND AGREED TO BEFORE 
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3. PAIK IMMEDIATELY GAVE ROKG AGREEMENT TO ADDITIONAL $20 MILLION 
IN FMS AND ACCEPTED UNDERSTANDING THAT ITEMS TO BE FINANCED WOULD 
BE WITHIN MOD PLAN. HOWEVER. EXPRESSED UNHAPPINESS OVER SIZE OF 
CUT IN GRANT ASSISTANCE LEVEL, INDICATING THAT MND HAD EXPECTED 
REDUCED MAP LEVEL BUT ONLY IN RANGE OF $85 MILLION. 

4. COMMENT: WE EXPECT TO GET FURTHER RUMBLINGS FROM MND ABOUT 
SEVERITY OF CUT IN FY74 MAP LEVEL BUT THESE RUMBLINGS SHOULD BE 
MANAGEABLE. PAIK WAS COMPLETELY AWARE THAT $78 MILLION LEVEL IS 
ONLY CEILING AND THAT FINAL GRANT ASSISTANCE LEVEL NOT YET FIXED. 
HOWEVER, WE WOULD CAUTION THAT ANY FURTHER REDUCTION IN GRANT 
ASSISTANCE LEVEL SIGNIFICANTLY BELOW PRESENT $78 MILLION WOULD 
PROBABLY BRING MUCH STRONGER ROKG REACTION. 

6. IN DISCUSSING WITH MND ITEMS TO BE FINANCED UNDER ADDITIONAL 
$20 MILLION IN FMS CREDIT, JUSMAG WILL PROCEED ON BASIS PRIORITY 
LIST CONTAINED IN OUR LATEST POM SUBMISSION. 

ERICSON 
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